Insurance Firms Project Profits

Investors underrating the financial performance of insurance companies may have a rethink as the insurance firms have raised hopes of improved future results going by the financial forecasts they made to the Nigerian Stock Exchange (NSE) last week.

The global financial crisis and stock market meltdown impacted negatively on the results of some  Nigerian insurance companies as they had to make provisions for their investments in the stock market that have lost so much value.

Some insurance firms ended their last financial year in the red, leaving shareholders with no dividends. This development contributed to the low demand for the insurance stocks, which have made the sub-sector one of the worst performing in terms of share price depreciation.

However, five insurance firms that sent projections to the NSE made profit forecasts for their half year ending June 30, 2010.
For instance, Prestige Assurance Plc said it would record gross premium of N2.05 billion for the half year ending June 30, 2010 and a profit  after tax of  N450 million.  Equity Assurance Plc said it will post gross premiums of N1billion for the same period and a profit of N129 million.

Guaranty Trust Assurance Plc has projected gross premium of N4.323 billion and a profit of N601 million, while Oasis Insurance Plc projected gross premium of N550 million and profit of N319 million. Similarly, Consolidated Hallmark Insurance Plc projected gross premium of N830 million and a profit of N97 million.
Some analysts have been saying that the insurance sub-sector should undergo reforms similar to that of the banking industry is currently going through.

The Finance Minister, Dr. Mansur Muhtar, last week promised that   major reforms similar to that in the banking industry would soon be implemented.

He said the insurance business is of so much significant to the economic development than to allow unwholesome practices to deter its growth. He explained that the huge pool of resources in the insurance sector should be protected by government in the interest of the insuring public and the nation’s economy at large.
Also speaking on the state of the insurance industry, the Group Managing Director/Chief Executive Officer of BGL Plc, Mr. Albert Okumagba, said that less than one million out of the estimated 20 million people in formal and informal employment across Nigeria, hold personal insurance policies. 

Although post-consolidation has resulted in highly capitalised insurance companies, which have in turn generated increased confidence in the sector, Okumagba said that when compared with stock market awareness, which became profoundly popular following the banking consolidation, the Nigerian insurance industry is a far cry from its inherent potential.

“Nigerian insurance companies are accurately aware of their need to grow their contribution to the GDP as well as assure a leadership role in the African market’’, he said.
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